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Abstract 
Abandoned housing projects are pathetic phenomena occurring in housing 
industry in Peninsular Malaysia. Considerable housing projects have been 
identified as being abandoned and have shuddered to a halt. There are 
several methods to rehabilitate abandoned housing projects. One of these is 
the rehabilitation carried out by purchasers. The paper entitles as to the 
above, will be based on documentations and archival records of qualitative 
case study in nature, through a legal perspective, intends to explore and 
penetrate the legal phenomena and problerns in the rehabilitation of an 
abandoned housing project in Peninsular Malaysia, through the initiative of 
purchasers. From this paper it is hoped that certain findings in regard to 
their legal problems of the said project could be identified and legal 
approaches toward their rehabilitations can be established in the said 
housing project for future guidelines and suggestions to overcome the same, 
if similar case were to happen. These will hopefully, to some extent, assist 
the authorities concerned (such as the Ministry of Housing and Local 
Government, local authorities, developer and financiers) to adopt legal 
policies and take certain legal measures to rehabilitate abandoned housing 
projects in Peninsular Malaysia. 
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Introduction 
In Peninsular Malaysia, a housing project is deemed abandoned when:- 
a) Construction activities on site of the housing construction project have 
stopped for 6 (six) months or more consecutively, after the expiry of 
the Sale and Purchase Agreement (S & P) executed by the developer 
and the purchaser; or, 
b) The developer has been put under the control of the Official Receiver 
(OA) and the Housing Controller (Ministry of Housing and Local 
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The Abandoned Housing Project: Taman Shoukat, Lot 2219, Mukim 13, 
North East District, Penang, Malaysia 
The developer of this abandoned housing project was Syarikat Showkhat 
Industries & Realty Sdn. Bhd. addressed at 'AAA' (the d e v e l ~ ~ e r ) . ~  This project 
was located at Lot 2219, Mukim 13, NED, Penang, viz situated between Jalan 
Kampung Pisang and Jalan Teochew, near Kampung Melayu, Air Itam, penang7 
The addressed of this project was Taman Shoukat, Jalan Zoo, Off Jalan Then 
Teik, Air Itam, Pulau Pinang. The funding of this project was a secured loan of 
RM 500,000.00 (half million) from Messrs 'Al' (the ~inance) .~  In consideration 
of this loan, the Finance had charged the project site's land as collateral to the 
Development of the Project 
The construction works commenced since in August, 1979. As at 21'' April, 1983, 
all the purported units of the houses had been sold out to 34 purchasers and they 
had entered into agreements of sale and purchase with the developer, the earliest 
was in October, 1978." 
However, the construction and development works stopped after April, 1983 at 
75% completion." There was evident that the works for the roads, drainage, 
sewerage system, fences, street lights and supplies of water and electricity had yet 
been constr~cted.'~ Neither had the delivery of vacant possession and the 
certificate of fitness for occupation (CF) been given and obtained by purchasers.13 
Nevertheless the construction of the physical building units had been completed 
as at isth ~ u ~ u s t ,  1983.14 
File number: KPKTl0818241 1337. The original name of this company was Showkat Coconut 
Products Sdn. Bhd. It was incorporated on 13" October, 1976. On 27" August, 1977, the company 
changed its name to Syarikat Showkhat Industries & Realty Sdn. Bhd. As at 8" September, 1976, 
the company had seven (7) shareholders. See in file number KPKTl0818241 1337. 
Ibid. However, in Data Asas Untuk Pengawasan Projek Perumnhan, Borang El  (Basic data for 
the Supervision of Housing Project, Form El )  p.3, in File Number KPKTl0818241 1337. 
Ibid. 
Ibid 
'O Data Asas Untuk Pengawasan Projek Perumahan, Borang E l ,  (Basic Data for Supervision of 
Housing Project, Form El), p. 3 in file number KPKTl08/824/ 1337. 
" The developer submitted the progress development reports pursuant to section 7(f) of Act 118 to 
MOH only until 15" April, 1983. After this date, there was no progress development report 
submitted. It should be noted that, as at 21" April, 1983, the project had been delayed for about 36 
months (3 years). This means the project should have been completed by April, 1980. This is 
based on Data Asas Untuk Pengawasan Projek Penunahan, Borang El (Basic Data for the 
Supervision of Housing Project, Form El), at p.3 in file number ICPKTl0818241 1337. 
"~edudukan Peringkd Keja-Kerja Pembinaan dan Pembangunan Dalam Sesuatu Projek/Fasa 
Project, Borang E2, (Status of the Construction Work Stages in the Erection and Development of 
ProjectlPhase of Project, Form E2), at p.2, in file number: KPKT/08/824/ 1337. M Q, 
l3 bid. M nt 
l4 bid. a 
International Conference on Corporate Law (ICCL) 2009 In- 3rd june 2009, Surabaya, Indonesia 
for additional loans to meet the additional monetary terms as per the 
supplementary agreements so executed.22 
In order to streamline the management of the rehabilitation scheme and to resolve 
any problems relating to it, there were numerous meetings conducted, at the 
initiative of MOH and the purchasers. The parties who attended the meetings were 
the purchasers (especially the committee, the developer, the Finance, MOH 
(including the former Deputy Minister for MOH - Datuk S Subramaniam), 
Penang State Secretary Office, the purchaser lawyer, and the consultants (such as 
the architect and the engineer). There were many problems relating to the 
rehabilitation of the project. The problems were identified and the resolutions to 
resolve the same were passed in the said meetings. 
Vacant Possession and Grant of CF 
The rehabilitation of the abandoned housing project was fully completed on 20' 
October, 1987 and the Certificate of Fitness for Occupation (CF) had been 
obtained from the local authority (Majlis Perbandaran Pulau Pinang - Penang 
Municipal Council) on 16 '~  December, 1 9 8 7 . ~ ~  This project was rehabilitated at 
the initiative of the committee, with the help of the purchaser lawyer and in 
cooperation with MOH. The committee themselve appointed the contractors and 
consultants to resume the construction of the project and settled all problems 
relating thereto. On part of MOH, they sought many assistances from the local 
authority, TNB (Tenaga Nasional Berhad - Electricity Authority), Indah Water 
Konsortium Sdn. Bhd. (Sewerage Services Contractor), BOMBA (Fire and 
Rescue Department) and other technical agencies for supporting the release of the 
required CF. 
However, vide a letter dated 4" January, 1988, the Finance informed the 
purchaser lawyer that, they were unable to release the final payment on the 
instruction of the purchasers, for the works done, until and unless all complaints 
of the purchasers had been duly addressed thereto by the 
Nevertheless, even though vacant possession and CF had been obtained, the 
problem which was still plauging the purchasers was the redemption of the sub- 
divided titles and transfer of the same to their respective names. This problem was 
finally settled, when all the purchasers completed paying their part of obligations 
towards settling the problem, discharged the title including paying off the 
redemption sum and effected the due transfer of the title to their respective names. 
22 Letter from the purchaser lawyer dated 25" July, 1984 to the manager of the Finance with 
reference - OW05183-244(ASH(PG)), in file number KPKTl0818241 1337. There were about 23 
purchasers requesting for additional loans from the Finance. See in File number KPKTl0818241 
1337. 
23 Speech by Datuk S Subrarnaniam, the then Deputy Ministry of MOH, dated 18& January, 1988, 
in fde number KPKTl0818241 1337. In 
24 
a 
Letter from the Finance dated 25" December, 1987 to the purchaser lawyer, in file number M rd 
KPKTlO818241 1337. a 
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March, 1995, where the Finance had discharged all the titles to the purchasers and 
duly transferred the titles to the respective purchasers upon full settlement made 
by the purchasers against the redemption sums still owed by the developer to the 
~ i n a n c e . ~ ~  Thus, it can be said that the developer had contravened the provisions 
that they had to deliver the vacant possession of and execute a registrable transfer 
of the individual purchased units to the purchasers, free from encumbrances, 
unless exempted by the Minister and published in the Government Gazette (which 
unfortunately, this had not been granted). 
In respect of section 934 (Appointment of Auditor), generally this section had been 
complied with by the developer.35 Nevertheless, there was no appointment of 
auditor for year 1982, failure to submit the audited reports, balance sheets and 
profit and loss accounts and failed to publish in the Government Gazette in 
respect of the same for years 1980, 1981 and 1 9 8 2 . ~ ~  h the meanwhile, there was 
no appointment of auditors, the submissions to MOH and the publications of the 
same in the Gazettee for years after 1982 and during the course of rehabi~itation.~~ 
As regards the duty to investigate the issues and problems occurring in this 
abandoned project in accordance with section 10 of Act 118, by the Housing 
Controller and the Housing Inspector, there was evident in the above abandoned 
housing project, they had requested the relevant documents be forwarded, either 
by the developer or the purchaser lawyer, pursuant to section 7 and helping out 
the purchasers and other related parties to rehabilitate the project.38 The requests 
included the appointment of auditor, submission of audited reports, balance 
sheets, profit and loss accounts, publication in the gazette of these particulars and 
the request for the submission of progress development report in pursuance of 
section 7(f).39 Nevertheless, despite the existence of these enabling provisions, the 
power to investigate was not capable of avoiding the project becoming 
abandoned. In the result, the completion of the project was delayed, the project 
was in need of additional costs to complete, causing subtle circumvention of the 
legal and statutory provisions and other problems arose to the detriment of the 
purchasers and their legal and statutory rights.40 
33 Letter from the Finance to MOH dated 9" December, 1992 in file number KPKTl0818241 1337. 
34 Section 9(1) specifically provides for the appointment of auditors. Accordingly, the appointment 
shall be made every year or as the needs arise and this appointment has to be approved by the 
Minister. If the developer fails to appoint any auditor, the existing auditor resigns or the 
appointment has been terminated, the Minister may appoint any person according to his opinion 
suitable and fit to act as the auditor to the developer and fix the remuneration of the auditor so 
a pointed in which the remuneration shall be paid by the said defaulting developer (section 9(1)). 
"See also in Nu-al Hilal Md. Dahlan, Projek Perurnahan Terbengkalai: Fenornena, Masalah 
dan Penyelesaian - Sam Kajian Kes di Daerah Timur h u t ,  Pulau Pinang (Abandoned Housing 
Projects: Phenomena, Problems and Solutions -A Case Study in The North East Districf Penang), 
Unpublished Master of Law Thesis, Universiti Kebangsaan Malaysia, 2001, p. 110. 
36 Ibid. 
37 Ibid, p. 106. 
38 Ibid, p. 1 14. 
39 Ibid. 
40 bid, p. 115. 
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have the absolute right either to sell off the project land or to carry out the 
rehabilitation of the project so abandoned. 
The biggest consideration involved in any rehabilitation is always on the matter of 
the financial resources to fund the rehabilitation apart from the duration and 
cooperation rendered by the technical agencies, the local planning authority and 
MOH needed to complete the same. It has become a common practice that certain 
rules and regulations be relaxed in order to ensure the rehabilitation process be 
gone off without a hitch, until its full completion, much to the facility of the 
defaulting developer or the rehabilitating parties but at the expense of the 
aggrieved purchasers. 
To exacerbate the matter, there is no statutory requirement in Act 118, obliging 
the applicant developer to obtain necessary insurance of housing development and 
construction, as a means of protection against any possible occurrence of 
abandonment and for funding any rehabilitation, as the condition precedent for the 
approval of their application of housing developer license. 
Thus, it is submitted, based on the above case study, the abandonment had caused 
the ordinary machinery and enforcement of the housing and development laws as 
enshrined in Act 118, in particular, became defunct, frustrated and jammed. This 
situation occurred because of the requests from the developer that the purchasers 
should not claim any damages for late delivery of vacant possession, the 
contractors were to withhold any legal actions or to nullify them, obligations on 
part of the purchasers to top-up from their own funds or through additional bank 
loans to finance the rehabilitation, contributory payments to technical agencies 
and to redeem the land title, exemption from certain obligations (for example in 
the course of getting the CF and to carry on the developmentJrehabilitation works) 
imposed by the local authority in respect of the provisions under the Town and 
Country Planning Act 1976 (TCPA), the Street, Drainage and Building Act 1974 
(SDBA), and the Uniform Building By-Laws 1984 (UBBL) e t ~ ~ ~ ,  heedless of the 
rehabilitating parties towards the obligations imposed by Act 118 and no sanction 
imposed or punishment meted out to the defaulting parties (including the 
defaulting developer and the rehabilitating parties)47 by MOH etc. as mentioned 
above. 
The above requests (of circumventing certain rules and regulations) were made, it 
is submitted, were for the purpose of facilitating the due and smooth execution of 
the rehabilitation scheme. In other words, what were important considerations - 
the purchasers finally could get their purported completed housing units, the bank 
lender would get back all the loan repayments and interests, and the 
consultants/contractors would receive their parts of the bargain. Nevertheless, in 
the end, the purchasers had to incur exorbitant expenses - by parting with their 
Finance Bhd v. Naray-amy [I9711 2 M U  32 and Bank Bumiputra Malaysia Bhd V. Mahmud 
Hj. Mohamed Din &Anor [I9891 1 CLJ 326 (Rep); [I9891 1 CLJ 1048. 
46 Query: Whether the obligations imposed by these statutes could be absolved from? m 
47 
a 
This might be due to the silent or implied support by MOH itself, it is submitted. See in file rd w 
number: KPKTIBU19I1171-1. a 
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On part of the Housing Controller (MOH), he must exercise utmost care before 
approving application for housing developer licence. He may have to seek advices 
from various experts for example the economists, property experts, legal experts 
and banking experts before approving any application. The issuance of the 
number of licences must only be made after considering these experts' reports and 
studies. The number of the housing developer licences too must be issued in 
quotas commensurate with the national economy and the property market. There 
must be specific Development Plan (Local and Structure plans), integrated and 
comprehensive housing policies taking into account of the multi-criteria planning 
factors and all possible causes capable of resulting in the occurrence of 
abandonment of housing projects and providing ways to counter them. It is 
opined, even as at today, there is no concrete nor specific effective legal and 
administrative measures or considerations, in Peninsular Malaysia, in dealing with 
the problems of abandoned housing projects, particularly, in the Development 
Plans made by the planning authorities. Unfortunately too, there is no statutory 
requirement in Act 118 for the Housing Controller (MOH) to refer to the 
appropriate authorities and technical agencies for getting comments and 
recommendations for consideration in approving the applications for housing 
developer licences. 
MOH and the local authorities too, have to emphasize the importance of 
supervision over all the development work stages and rehabilitation schemes and 
activities and to mete out punishments to the defaulting rehabilitating developers 
and consultants who had committed any wrongdoing and misuse of their power, 
in, during and after the course of development and rehabilitation, in accordance 
with Act 118, SDBA, TCPA and the UBBL. Sadly, there is no statutory provision 
at present, requiring compulsory immediate and direct supervision, inspection and 
monitoring by these authorities during the course of the development and 
rehabilitation of the project against the building works. In the result, the housing 
construction system and building works are prone to abuse by the developers who 
may act, in concert with the architects and engineers to the detriment of the 
purchasers' rights. Thus, new supplemental statutory provisions are needed and 
should be incorporated in Act 118, SDBA and UBBL, to effect this suggestion. 
The definition of abandoned housing project must also be legally provided for and 
statutorily be interpreted. It is suggested, the administrative definitions given in 
the above be used as the statutory and legal definition of abandoned housing 
projects. 
It follows that, once a housing project is officially, statutorily and legally falls 
under the meaning of 'abandoned housing project', MOH and the purchasers can 
forthwith, make official declaration and publish it in the gazette of such a fact.49 
49 See also section ll(l)(d) of Act 118, where the Minister could invoke this provision in order to 
certify that a particular housing developer has abandoned the project. See also section 7 (g) of Act 
118, where the housing developer is imposed, a statutory duty, by this section to inform r-4 
immediately the Housing Controller that he is unable to meet his obligations to the purchasers at r-4 QJ 
any stage of the housing development before the issuance of the CF. It is submitted that, this M m 
'inability' also would include when the project is abandoned. a 
